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KIND WORDS FOR THE TAX INSTITUTE 


From Reviews Depreciation and Taxes 

“This papers were contributed most impressive group administrators, 
economists, and representatives the accounting and legal professions. Many points 
view are advanced, sometimes there disagreement the views, but they are the 
views some the foremost authorities the questions under 
Trusts and Estates, January, 1960. 

“One the [Ways and big interests depreciation allowances, 
subject well discussed Depreciation and Street Journal, December 
23, 1959- 


From Reviews Income Tax Differentials 

“Income Tax Differentials significant publication, for other reason than 
that reveals the wide diversity opinion the United States concerning the next 
steps federal income tax reform. 

presenting comprehensive list the differentials such, the symposium 
contributors also produce the most comprehensive list legal methods tax minimi- 
zation this reviewer has ever seen compressed within the limits one slim 
North Carolina Law Review, April, 

“This most certainly not book concerned with taxmanship—the art weaning 
the Treasury without actually cheating. not practical ‘how book’ the 
sense offering counsel how instantly have particular tax bill. But 
can scarcely called impractical, dealing does with one the most trouble- 
some problems this and any time—how apportion among the citizenry the cost 
our common government. Because the format was that short conference with 
number topics touched imposing number speakers the 
volume could not expected offer the full fruits complete research and does 
not. The papers collected the volume make neither exhilarating nor entertaining 
reading. Nonetheless, for any one interested contemporary concern about the course 
taken Congress revenue legislation over the past years this little collection 
papers makes interesting reading Law Fall, 1959. 

“The symposium interesting that re-emphasizes how group has de- 
veloped vested interest tax rules that benefit it, and the consequent difficulty 
objectively reshaping tax Bar Association Journal, December, 1959. 

“This enlightening volume suggests and provides excellent beginning for com- 
prehensive study and scrutiny our reform-demanding income tax legislation and 
its Finance, December, 1959. 


Comments Other Tax Institute Publications 

valuable index available current publications the corporate tax area the 
Tax Law Review, December, 1959. 

Government official, asked his office had compiled bibliography certain 
subject: “No, use the Tax 

“We are very anxious have complete file this interesting and useful Journal 
from college library, March 23, 


Comments 1959 Symposium “Investments and Operations Abroad” 

“The symposium was most informative and look forward attending future 
sions other tax executive 

very much enjoyed participating the Symposium and found the whole pro- 
ceedings even more stimulating than what you 

“The occasion was enjoyable one and appreciate the opportunity participat- 
government official 

enjoyed the Tax Symposium and was particularly impressed with the 
degree planning involved bringing off 

very much enjoyed attending this 
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What’s Ahead County Finance?* 


WALKER 


Executive Director, Tax Institute, ncorporated 


ARE approaching tremendous upheaval local finance. Counties will 
caught squarely the middle this cataclysm. The current 
technological and social change are acting battering ram that breaking 
down our entire fabric community life. The present obsolete and illogical 
pattern local government will not able withstand these tremendous 
forces and will compelled give way something more suitable for the 
modern scene. 

School districts, towns, townships, numerous types special districts, and 
other local units are going find themselves increasingly untenable 
position. The counties will not escape the impact these cataclysmic forces, 
but there seem strong grounds for believing that the county, 
unit government, will survive, although perhaps with considerable alterations. 

Why these things seem apparent? 


Impact ECONOMIC AND SOCIOLOGICAL DEVELOPMENTS 
FINANCE 


half century ago when rural areas were largely devoted agricultural 
pursuits, and factories and stores were normally located urban areas, there 
was considerably more uniformity fiscal resources among the rural areas, 
and the division state into several thousand local taxing districts was less 
serious. 

But significant changes population trends, industrial location, and shop- 
ping center developments have been taking place recent decades and par- 
ticularly during the postwar years. Moreover, plants and shopping centers are 
getting far larger and hence have much greater revenue impact govern- 
mental unit. Also, workers are commuting longer distances and are less likely 
concentrated mainly the governmental unit where the plant located. 
Residential communities devoid economic enterprises are being developed. 
Mammoth plants big regional shopping centers are being located small 
districts with small populations and few school age children. 

Because the tax advantages resulting from the location large enter- 
prise, there present very fever competition for such bonanzas, not 
only among states and cities, but also among small local units government, 
including school districts. The situation worsened the fact that the loca- 
tion major plant will attract other enterprises that the rich districts tend 


Address before the County Finance Congress conducted the National Associa- 
tion County Officials, San Diego, February 15, 1960. 
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TAX POLICY 


become richer and the poor, poorer. The favorable tax rates often resulting 
from the industrial enterprises constitute further inducement new plants, 
still further aggravating discrepancies. Moreover, the more favorable 
position taxwise, the more likely resist any attempts consolidation 
with less favorably situated communities. These changes are having 
found impact local governmental revenues and burdens and since the tempo 
change accelerating, seems likely that these impacts local finance 
will become sharper all the time. 

cannot indefinitely under our present pattern local government. 
many respects the situation becoming intolerable. need take long, 
hard look what happening all around us. 

Read your daily paper—actually you can get the same story from your weekly 
county paper—and see what's happening. Then look around you. Your eyes 
will confirm what you read. 

Education the biggest state and local function. What you read and see 
any part the country? 

More children 

More teachers 

More schools 

Increasing demands for school money 


Shriller yelps from the local taxpayer 
More clamor for state aid and federal aid 


But lift your eyes the state and federal field. Where the tax leeway that 
will enable either pick the tab? This the season the year when most 
are already feeling lacerated the federal income tax, and many 
states, taxes the state level are also rather painful. 

Transportation the next big state and local headache. transportation 
mean highways, railroads, buses, ferries, airlines, airfields, other terminals, 
and all that tremendous complex enterprises involved transporting people 
and goods. All over the country the story the same its basic essentials: 


More automobiles 

More highways 

More traffic accidents 

More airports and airlines 

More noise. 

More air pollution 

Declining mass transportation 

Requests for discontinuance mass commuter facilities 

Heavy taxation railroads the one hand, coupled with demands for govern- 
mental subsidy the other 


What the story water and sewerage facilities? 


Heavy demands for new facilities due burgeoning population fringe areas 
Units government too small and too poor construct such facilities 

Heavy indebtedness 

taxes 
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AHEAD COUNTY FINANCE? 


Frequently, unnecessarily costly and inefficient construction and operation because 
facilities are planned for too limited area 


Meanwhile, what read the local papers about taxes? 

Higher tax rates 

Glaring inequities real estate assessments 

Endless dispute over ratios assessment and equalization 

methods assessing household property with pretence equity 


Under-the-table juggling assessments business enterprises, the so-called 
negotiated assessment 

Sharp competition among small units government for revenue-paying enterprises, 
such industrial plants, shopping centers, offices, etc. 

Snob zoning designed keep out low-income families with school age children 

Unplanned and destructive use land 


Now these are the things that read papers—the New York Times and 
small rural weekly New Jersey. read the same stories other city and 
rural papers visit other sections the country, and always and everywhere 
hear the wail becoming ever shriller rises crescendo. What 
are you reading your papers and hearing your communities? 

The worst thing this whole picture that the taxpayers are not being 
treated uniformly and they are frequently not getting what they pay for. The 
taxpayer one little unit government gets good schools, good roads, and 
generally good governmental services low cost. Why? Because the 
fortunate resident debt-free community that has its taxes paid some 
industrial enterprise. There are such communities. know. live one. 

Two three miles away are the unfortunates who see their homes and their 
way life threatened sharply rising school costs, highway costs, etc. 
They bear painful tax burden, their communities are debt ridden, and they 
get less governmental services. 

That the type inequity that are getting many states result 
our present pattern school district, town, and township government. 

Adequate taxpaying capacity exists and can found the local area. 
presently being frittered away. The factors that are responsible for this dis- 
sipation local resources are tax leakages, state restrictions local govern- 
ments, and the size the taxing area. 


Tax 

Tax leakages, resulting from failure derive the full revenue potential from 
present taxes their present rates, represent one the basic underlying fac- 
tors local fiscal difficulties. 

There are substantial leakages the real property tax many places, 
the result underassessment, slack collection procedures, and exemptions. 

Leakages through underassessement are two kinds. There may 
deliberate policy underassessment the part the local administration 
order enable the local unit escape its proper share county and state 
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taxes. far more serious, because more inequitable, leakage occurs through 
variations assessing the individual properties the unit. times this 
deliberate when the local officials desire favor some particular group 
taxpayers, particular corporate enterprise, even individual taxpayer. 
likely, however, that differential taxation results far more frequently from 
incompetence than from deliberate intent. 

communities where personal property taxation still permitted, there are 
substantial leakages resulting from assessment and collection procedures. 

The exemption substantial amounts property constitutes another leak- 
age. 


CONSTITUTIONAL AND STATUTORY RESTRICTIONS 


All local units government are creatures the state and derive such 
powers they have from the state. case are they given complete fiscal 
independence, but restrictions and powers vary sharply from one state 
another. 

Rigid constitutional restrictions the power local governments incur 
debt are found all states. The practice setting limits local rates also 
widespread. States also restrict local governments the types taxes that 


can imposed. 
THE TAXING AREA 


The state has the power grant tax powers governmental units any 
size, but the productivity, expediency, and equity the taxes imposed under 
such powers will depend largely upon the size and economic integration the 
taxing unit. 

the small size the taxing district that constitutes one the most 
serious barriers adequate local revenues many states. The rather anomalous 
situation found some the most wealthy states apparently having some 
the most serious local finance problems the result, considerable ex- 
tent, the frittering away tax potential dividing the state into multiple 
and minute taxing areas. This true such wealthy states California, Ohio, 
Pennsylvania, New York, Michigan, New Jersey, and others. 

The local revenue problem—and particularly the school finance problem— 
varies greatly among the several states. The usual method gauging the rela- 
tive taxpaying capacity state its wealth, its total income, its per 
capita income, ignores the pertinent fact that much the local taxpaying 
ability lost result the state having been carved into minuscule tax- 
levying areas. 

The number local taxing units state varies from Rhode Island 
6,658 Nebraska. The 50,000 school districts represent almost half the 
total number local units the country. 1957, over half the school 
districts were found states, and per cent the districts were found 
states. The other states accounted for only per cent the school 
districts. 
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WHAT’S AHEAD COUNTY FINANCE? 


The effect the size the taxing unit upon fiscal capacity has been demon- 
strated number statistical studies. 

For example, recent study' California showed that wealth per elemen- 
tary classroom unit varied from $48,000 $12 million, ratio 254, 
whereas wealth per high school classroom unit varied from $137,000 million, 
ratio 37. The effect size reducing disparities obvious from 
comparison the elementary and high school districts since the ratio 
wealth was 254 the elementary districts compared with 
the high school districts. 

Similar results have been revealed number other states 
with large number school districts. Perhaps the most interesting Ohio 
which showed that differences property valuation per pupil one 
county varied from $4,700 one school district $238,000 another, 
more than ratio among school districts within the same county. was 
pointed out the study that the net effect state aid many cases was 
make possible lower school tax rates for taxpayers wealthy districts the 
expense taxpayers poor districts and the state whole. 

The study concluded that: “The state’s apparent school financing problem 
results from the artificial barriers which school district boundaries erect be- 
tween financing capacity and school children, rather than from enrollment 
shows that the necessary school construction would readily 
possible within present bonding limits the financing were done county- 
wide basis. 

The Subcommittee Education the Committee for Economic Develop- 
ment state their January, 1960, study Paying for Public Schools that the 
present school districts “should consolidated into something less than 10,000 
systems. most states the county provides convenient and suitable 
geographic area for the administrative 

Education means the only function for which the small local units 
have proved inadequate. 

Transportation, water and sewerage, and police and fire protection are other 
functions where waste, inefficiency, and serious failure cope with problems 
result from fragmentation governmental units. many areas the county 
also may too small deal effectively with these problems. 

Moreover, even though the county may the logical unit local govern- 
ment, does not necessarily follow that the boundaries all the present 
counties are appropriate. may well that some areas counties should 
consolidated and that others the boundaries should redefined. Such prob- 


Edgar Morphet, Ben Harris, and Miller, Jr., Financial Equalization 
for the Public Schools California, 1959 Legislative Problems: No. Berkeley: Uni- 
versity California, Bureau Public Administration, 1958, 

Legislative Service Commission, Financing Public Schools Ohio, 
Research Report No. 19, Columbus, 1957, 
34. 
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lems, however, appear minor comparison those arising from dealing with 
the plethora other local units. 


STRATEGIC POSITION THE COUNTY 


Many our local units are indefensible our present economy. Logic de- 
mands that they swept away. rural and fringe areas towns, townships, 
and school districts are longer suitable units for tax-levying purposes. 
sentiment, emotion, and politics make impossible abolish them outright, 
may become necessary rid them their taxing powers. 

most the states, the county potentially the most strategic unit 
carry local government functions. With all its present imperfections, and 
all know that they are many, the county the one unit which can 
logically turn for tax administration nonurban areas. Even urban 
areas may find emerging new and stronger type county, evidenced 
the Dade County experiment the Miami area. 


FINANCING THE 


What are the specifics county finance that can foresee? The future 
certainly clouded with uncertainty, but some signposts both negative 
tive appear discernible the enveloping fog. 

First, one can longer expect the property tax afford sufficient leeway 
for ever-growing expenses the counties, well for functions now being 
carried other units local government. true that many places addi- 
tional revenue could obtained through more efficient administration the 
property tax. Also, many areas, but means all, property tax increases 
could undoubtedly justified. and large, however, cannot look ex- 
pansion the property tax for way out local finance difficulties. 

Second, spite the current clamor for federal aid the local governments 
cannot anticipate greatly expanded assistance from this quarter. The same 
comment might made with respect state aid. There are limits both 
federal and state tax resources and the demands upon both are already heavy. 
Moreover, there are some evidences increasing taxpayer resistance. This 
said with the full realization that there are many persons who will dissent 
vigorously from these views, they look primarily state and federal tax 
resources for solution local finance troubles. 

Third, self-destruction the part local government setting authori- 
ties for the conduct specific government functions does not seem 
desirable goal much expedient born defeat and desperation. 

The above are all negative signposts, most indicate sharply limited 
revenue possibilities. But local services are vital and ways must found 
finance them. may that the only feasible approach will pragmatic 
one that will consist piecemeal, opportunistic, and diverse expedients, rather 
than one that single, direct, and uniform applicability. 
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One expedient may that pending the time when lot the smaller units 
are abolished, county may have develop various cooperative 
tractual relationships with other local units and supply them with certain 
services appropriate charges. This could advantageous with respect 
water supply, sewage disposal, and many other functions which can more 
effectively and more economically provided over large area. There has been 
considerable experimentation along these lines California and some utiliza- 
tion this expedient other places. 

Second, instead striving for ever-larger handouts from federal and state 
governments, counties may have demand and legislatures may have grant 
more taxing powers. may also have rely more heavily service 
charges for certain governmental functions. 

Third, increasing attention must given tax relationships between local 
units, order that the tax and compliance burden upon the taxpayer does not 
become intolerable. local governmental unit that ignores the well-bei ‘ing and 
convenience the taxpayer will not maintain healthy economic and revenue 

For example, there seems every reason believe that central cities are going 
find some way tax the commuter and contact population. The city and the 
nearby counties might well confer together upon the resultant problems. not, 
both city and counties may the losers. 

Architects like say that “form follows function.” the public finance 
field might similarly say that “financing follows function.” the counties are 
become functionally more significant, they must have more adequate revenues. 

need look critically the old moth-eaten fabric county finance and 
see how can revamped. 


Tax 


The most urgent area for consideration without doubt the property tax. 
With respect this tax are good bit like the farmer who told the county 
agent that didn’t need learn any more because already knew how 
things good bit better than did. For example: 


have known for decades that assessing difficult problem and that 
necessary have full-time trained assessors order have the job done equitably. 

have known that after competent trained assessors are found they should 
kept office and not subjected running for 

have known that the fee system remuneration for tax collectors (and also 
for town clerks, justices the peace, sheriffs, and what not) costly, inequitable, 
archaic, and obnoxious practice. 

have known that the taxpayer should permitted pay his taxes in- 
stallments, preferably least quarterly. 

have known that way has yet been found for the fair taxation 
hold property. 

Editorial Note: Some these considerations will discussed the Tax 


Institute symposium Stake Tax Administration—Federal, State, 
Local.” 
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have known that the negotiated basis personal property taxation con- 
trary the law and inequitable. 
have known that all taxpayers should treated alike without fear favor. 


Nevertheless, like the farmer keep our old ways many our local 
governments. 

addition the established principles procedures with respect the 
property tax, there are many unsolved problems. Here are some fundamental 
questions that ought considered. 

view the changing nature our economy, should local units retain the 
right assess and tax large industrial enterprises, shopping centers, utilities, etc.? 

Now, when appears that may have subsidize commuter railroads and 
other mass transit facilities, does seem logical impose heavy taxes them? 

Can relate our taxing and zoning policies that they are not conflict? 


Should there special tax the increment land values areas rapid 
growth? 


These are few the unsettled questions property taxation that are loom- 
ing the horizon. Each them needs considerable study. don’t think 
are ready offer the answers. need ponder them deeply. 


NONPROPERTY TAXES 


The 3,000 counties vary sharply problems and resources. could 
eliminate the subordinate units might that many counties the property 
tax would suffice, for the time being any rate. But would not sufficient 
number counties and these counties new sources revenue would 
needed. 

surprisingly difficult get data nonproperty taxes counties. The 
Census Bureau records county totals from nonproperty taxes but does not 
indicate what those taxes are. The tax reporting services not ordinarily re- 
port county taxes. The information this paper derived from number 
sources and claims are made for its accuracy completeness. hope 
your Association will compile periodic summary “Where Counties Get 
Their Tax comparable the helpful studies “Where Cities Get 
Their Tax Money” compiled the Municipal Finance Officers Association. 

least states have granted counties power impose nonproperty taxes 
during the postwar years. Alabama and New York appear the most 
liberal. Alabama permits counties impose six taxes: admission and amuse- 
ment, alcoholic beverage, gasoline, motor vehicle sales, cigarette and tobacco, 
and retail New York permits admission and amusement, alcoholic 
beverage, coin-operated amusement devices, mortgage, motor vehicle, hotel 
occupancy, consumer utility, restaurant meals, and retail sales taxes. 

County gasoline taxes are permitted states (Alabama, 
Nevada, New Mexico, and Utah); alcoholic beverage taxes states (Ala- 
bama, Louisiana, New York, and Tennessee); admission and amusement taxes 
states (Alabama, Maryland, New York, and Washington); motor vehicle 
taxes one kind ancther states (Alabama, New York, Tennes- 
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see, Utah, Virginia, and Wyoming); cigarette taxes states (Alabama, 
Florida, Maryland, and Tennessee); retail sales taxes states (Alabama, 
California, Louisiana, and New York); public utility taxes states (Florida 
and New York); business gross receipts taxes states (Georgia, New Mex- 
ico, and Virginia); and recording taxes states (Maryland, Virginia, and 
Washington). 

Nonproperty taxes constituted 3.2 per cent general county revenue 
The range tax yields from county nonproperty taxes 1957 was 
from nothing 13.3 per cent. not surprising that the New England 
states where counties are least importance, practically nothing was derived 
from nonproperty taxes. other states, counties obtained less than per 
cent from them. the following states counties obtained per cent 
more general revenue from nonproperty taxes: 


Alabama Nevada 8.2 

Texas Nebraska 

South Dakota 12.1 New York 7-4 

Washington Louisiana 6.8 

Montana 8.4 Mississippi 6.0 
CONCLUSIONS 


Certain conclusions emerge from the considerations outlined this paper. 

First, counties will become the key unit local fiscal administration. 

Second, the chief role the states this metamorphosis will eliminate 
many the smaller units government; clarify the functions per- 
formed the local governments; provide suitable charters and patterns 
for strong county government; set standards fiscal administration 
which the counties must conform; and provide greater fiscal autonomy with 
respect revenue sources. 

Third, fulfill its new role the county will have set its house order, 
sweeping out such cobwebs 

The fee system remuneration 

Part-time elected assessors, and 


Personal property tax abuses with particular reference household property and 
business tangibles. 


Fourth, the counties will have develop fiscal self-reliance. The very 
painful truth seems that there may little additional balm had 
far-off places. Washington and Sacramento and the other state capitals 
have quite few troubles their own. 

may well get over the “Let George it” approach, whether 
visualize George the state the federal government. This problem 
financing local services must settled the local front wish have 
strong local government. There are many ways which states can further 
good local government, but financial aid the least them. 


U.S. Bureau the Census, Finances County Governments: 1957, Table 
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SYMPOSIUM ANNOUNCEMENT 


are pleased announce that plans are under way for our 1960 
symposium. The symposium will Stake Tax Ad- 
ministration—Federal, State, Local,” and will held the Palmer House 
Chicago September 29-30, 1960. 

The following program has been outlined the program committee. 
Information concerning speakers will available shortly. 


STAKE TAX ADMINISTRATION— 
FEDERAL, STATE, LOCAL 


September 29-30, 1960 
Palmer House, Chicago, 
Thursday morning, September 
Withholding Income Taxes 
Scope Withholding Federal Income Taxation—Wages, Dividends, 
Interest 
Relative Responsibility Employer and Government Enforcement 
Tax Laws—Expense Accounts, Sick Pay, Pensions 
Compliance with State and Local Withholding Provisions 
Interjurisdictional Local Income Tax Problems 
Il. Luncheon 


Thursday afternoon, September 
Sales and Excise Taxes 
Desirable Areas Uniformity 
Need for Certainty— Definitions, Rulings, Regulations 
Case Study Gasoline Taxes Example Management Participa 
tion Enforcement 
IV. Dinner. Presidential Address 
Friday morning, September 


Standards Property Assessment 

Experience Corporations 
Experience Public Utilities 
Experience Railroads 
The Viewpoint State Administrator 
The Viewpoint Local Assessor 

Friday afternoon, September 


Management’s Interest Uniformity State and Local Taxes 
Realizable Goals Real Property Assessment 
Problems Uniform Allocation State Income Taxes 
Implications Competition—Tax Climates 
Benefits from Greater Uniformity 

Symposium Program Committee 

Chairman: DAN Harvard University 

STANLEY Ohio Tax Commissioner 

Green, CPA, New York 

Harriss, Columbia University 

Standard Oil Company (N. J.) 

Officio: 

HARRINGTON 

WALKER 
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